
Enclosed please find redline and non-redline versions of revised Schedule s. Revised Schedule 3 would comply
with the directive of the Arizona Corporation Commission ("Commission") in Decision No. 69663 (June 28, 2007)
at page 156 , lines 14-18, Specifically, revised Schedule 3 eliminates the $5,000 equipment allowance (which was
approved by Decision No. 69663) for certain residential line extensions. Arizona Public Service Company ("APS")
is requesting that this revised Schedule 3 become effective only upon Commission approval. Therefore, APS will
waive the provisions of A.R.S. §§40-367 and 40-250(B).

Attachments

Docket Control
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

CC:

Sincerely,

BK/dk

Dear Sir or Madame:

July 27, 2007

If you have any questions or concerns please contact GregDeLizio at (602) 250-2704.

Barbara Klemstine

8w6w Qew4w- QQ

Barbara Klemstine
Director
Regulation & Pricing

RE: Arizona Public Service Company General Rate Case
Docket Nos. E-01345A-05-0816, E-01345A-05-0826, E-01345A-05027

Tel. 602-250-4563
Fax 602-250-3003
e-mail Barbara.Klemstine@aps.com

0R'3INAL
Mail Station 9708
PO Box 53999
Phoenix, Arizona 85072-3999

Arizona Com0ration Commission

DOCKETED

JUL 27 2007

DOCKETEL) HY

llllllllllllllllllIIIIII
0000075550

~~...'
F". J

1 3

__,
c u

»»,.. ,
»~. 1

4;

'cy

i\J
_ J

f'-..)
I .J
|""")

.j'~
z...1

5"¢

80
.¢» »..

Brian Bozzo
Ernest Johnson
Christopher Kempley
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Copies of the foregoing emailed or mailed
This 27th day ofJuly 2007 to

Deborah R. Scott
Kimberly A. Grouse
SNELL & WILMER
One Arizona Center
400 East Van Buren Street
Phoenix, Az 85004-2202

Michelle Livengood
UniSource Energy Services
One South Church Street. Suite 200
Tucson, AZ 85702

Thomas L. Mum aw
P INNACLE WES T CAP ITAL
CORP ORATION
Pos t Office Box 53999, MS 8695
P hoenix, AZ 85072-3999

Steven B. Bennett
Deputy City Attorney
City of Scottsdale Attorney's Office
3939 North Drinkwater Boulevard
Scottsdale, AZ 85251

C. Webb Crockett
Patrick J. Black
FENNEMORE GRAIG, P.C.
3003 North Central Avenue, Suite 2600
Phoenix, AZ 85012-2913

George Bien-Willner
3641 North 39"' Avenue
Phoenix, Az 85014

Michael W. Pattern
ROSHKA DEWULF & PATTERN, PLC
0116 Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, AZ 85004

Amanda Ormond
The Orland Group LLC
Southwest Representative
Interest Energy Alliance
7650 South McClintock, Suite 103-282
Tempe, AZ 85284

Micha e l L. Kurtz
BO EHM, KURTZ & LO WRY
36 East Seventh Street, Suite 1510
Cincinna ti, OH 45202

Joseph Knauer, President
Jewish Community of Sedona
and the Verde Valley
100 Meadowlark Drive
Post Office Box 10242
Sedona, AZ 86339-8242

Scott S. Wakefield
RUCO
1110 West Washington Street, Suite 220
Phoenix, AZ 85007

David C. Kennedy, Esq.
818 East Osborn Road, Suite 103
Phoenix, AZ 85014

Lawrence V. Robertson, J r.
MUNG ER CHADW ICK
Pos t Office Box 1448
Tubac, AZ 85646

Micha el F. Hea ly
MORGAN, LEWIS  & BOCKIUS
l 111 Pennsylvania  Avenue, NW
Was hington, DC 20004

Tracy Spoon
Sun City Taxpayers Association
12630 North 103"' Avenue, Suite 144
Sun City, AZ 85351

Bill Murphy
Murphy Consulting
5401 North 25"' Street
Phoenix, AZ 85016
Jana Van Ness
Arizona Public Service Company
400 North 5th Street, MS 8695
Phoenix, AZ 85004

Tammie Woody
10825 West Laurie Lane
Peoria , AZ 85345

Douglas  V. Font
La w Offices  of Dougla s  V. Fa rt
3655 Wes t Anthem Drive, Suite A-109
Anthem, AZ 85086

Gary LL Nakarado
ARIZONA S OLAR ENERGY
INDUS TRIES  AS S OCIATION
24657 Foothills  Drive  North
Golden, CO 80401 Gary Yaquinto, President



Arizona Solar Energy Industries Association
3008 North Civic Center Plaza
Scottsdale. AZ 85251

Andrew W. Bettwy
Karen S . Ha ller
Assis tants  General Counsel
Lega l Affa irs  Depa rtment
S OUTHWES T GAS  CORP ORATION
5241 Spring Mounta in Road
La s  Vega s , NV 89150

Barbara Klemstine
Brian Brumfield
Post Office Box 53999. MS 9708
Phoenix. AZ 85072-3999

Dan Austin
Converge, Inc.
6509 West Frye Road, Suite 4
Chandler, AZ 85226

Jon Poston
AARP Electric Rate Project
6733 East Dale Lane
Cave Creek, AZ 85331

Timothy M. Hoga n
Arizona Center for Law `m the
Public Interes t
202 Eas t McDowell Road, Suite 153
P hoenix, AZ 85004

Coralette Hannon
AARP Government Relations & Advocacy
6705 Reedy Creek Rd.
Charlotte, NC 28215

Jay I. Moyes
MOYES  S TOREY ltd.
1850 North Centra l Avenue, Suite 110
P hoenix, AZ 85004

Seen Seitz, President
Arizona Solar Energy Industries Association
3008 North Civic Center Plaza
Scottsdale, AZ 85251

Kenneth R. Saline, P.E.
K.R. S ALINE & As s o c ., P LC
160 North Pas adena, Suite 101
Mes a , AZ 85201

Lieutenant Colonel Karen S . White
Chief, Air Force  Utility Litiga tion Tea m
AFLS A/J ACL-ULT
139 Barnes  Drive
Tynda ll AFB, FL 32403

Robert W. Geake
Vice President and General Counsel
Arizona Water Company
Post Office Box 29006
Phoenix, AZ 85038-9006

Greg Patterson
Arizona  Competitive Power Alliance
916 West Adams Street, Suite 3
P hoenix, AZ 85007

J im Nelson
12621 North 17"' P lace
P hoenix, AZ 85022

Micha e l M. Gra nt
GALLAGHER & KENNEDY, P .A.
2575 East Camelback Road
P hoenix, AZ 85016-9225
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_ _ _ _ _ _ _ _ _ SERVICE SCHEl1ULE§_ r v
CONDITIONS GOVERN1NG EXTENSIONS OF

E[,E(:TRI(7 DISTRIBUTIUN LINES AND SERVICES

I Deleted: DRAFT

Provision of electric service from Arizona Public Service Company (Company) may require construction of
new facilities or upgrades to e>dsting facilities. Costs for construMon depend on the customer's location, load size, and
load characteristics. This schedule establishes the terms and conditions under which Company will extend its facilities
to provide new or upgraded facilities.

All extensions are made on the basis of economic feasibility (excluding Single Familv Homes which are
discussed below). Construction allowance and revenue basis methodologies are offered for use in circumstances where
feasibility is generally accepted because of the number of extensions made within the construction allowance and dollar
limits.

All extensions shall be made in accordance with good utility construction practices, as determined by
Company, and are subject to the availability of adequate capacity, voltage and Company facilities at the beginning po'mt
of an extension as determined by Company.

The followingpoliey governs the extension of overhead and underground electric facilities rated up to 2lkv to
customers whose requirements are deemed by Company to be wad and reasonable in nature.

DEFINITIONS

a Backbone Infiaslructure means the electrical distribution facilities typically consisting of main three-
phase feeder lines and/or cables, conduit, duct banks, manholes, switching cabinets and capacitor
banks.

Conduit Only Designs mean a line extension request where the developer is only requesting the
conduit layout and design to serve the project. Local distribution facilities such as transtlomlers and
services will be installed al a later date when lot sales occur.

Corporate Business & Industrial Developments means a tract of land which has been divided into
contiguous lots in which a developer oilers improved lots for sale and the purchaser of the lot is
responsible for construction of buildings for commercial and/or industrial use. Separate line
extensions and equipment installations may be needed to provide service to each permanent customer.

High Rise Residential means residential multi-family developments built with four or more floors,
usually using elevators for accessing floors.

Irrigation means water pumping service. Agricultural pumping means water pumping for farms arid
farm-related pumping used to grow commercial crops or crop-related activity. Non-agricultural water
pumping is pumping for purposes other than the growing of commercial crops, such as golf course
irrigation or municipal water wells

Master Planned Community Developments means developments that consist of a number of
separately subdivided parcels for different "Residential Homebuilder Subdivisions". Developments
may have a variety of uses including residential, commercial, and public use facilities.
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Mixed Use Residential Developments means buildings that consist of both residential and commercial
use, such as a high-rise building where the first level is for commercial purposes and the upper floors
are residential .
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Residential Custom Home "Lot Sale" Developments means any tract of land that has been divided
into four or more contiguous lots in which a developer oilers improved lots for sale and the purchaser
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Deleted: 4 or less homes

Deleted:

Deleted: Customer may be required to
make a non-refundable advance for
design review and project inspections
costs incurred by the Company, including
any applicable Federal, State, and Local
taxes.1]

Deleted: Once construction is
completed and actual construction costs
are available, an analysis comparing
actual costs to estimated costs will be
conducted and any overpayment made by
the Customer will be reminded. If actual
construction costs exceed the estimate
paid by the Customer, the diffaemce
between actual costs and estimated costs
will be considered Utility investment.

Deleted: An allowance of $5,000 per
home will be credited againsfthe total
construction cost, as determined by
Company. Any additional cost will be
paid by the applicant, as a refundable
advance prior to Company extending
facilities.
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of the lot is mspomible for construction of a residential home. Separate l ine extensions and equipment

installations may be needed to provide service to each permanent customer

Residential Homebuilder Subdivisions means any tract of land which has been divided into four or

more contiguous lots with an average size ozone acre or less in which the developer is responsible for

the construction of residential homes or permanent mobile home sites

Deleted: s

Residential Multi- family Developments means developments consisting of apaMnents

condominiums, or townhouse developments

Residential Single Family p lpnlsaw n e kaQr_=mb i l¢_h9L=92449424111199 £°_=JQ¢9Ls i¢§

System Improvement Costs means the costs of system additions over and above what is required to

serve the customer, where such additions provide additional capacity for other customers

RESIDENTIAL

SINGLE FAMILY HOMES

1.1.1 Residential extensions will be made to new permanent residential customers or

groups of new permanent residential customers. For purposes of this section, a

group" shal l  be defined as less than 4 home; 5_non- refundalg le contr i t ion in

aid of construction equal to the total estimated construction coaL design review and if

project inspections costs incurred by the Comnanv plus applicable Federal. State

and Local.taxes wil l  be paid by the applicant prior to the Companv emending

faci l i ties

I

RESIDENTIAL HOMEBUILDER SUBDIVISIONS

1.2.1 Extensions wil l  be made to residential subdivision developments of four or more

homes in advance of application for service by permanent customers provided the

applicant(s) signs an extension agreement. If approved by Company, a per lot

allowance of $5,000 may be credited against tl le total construction cost, which may

include applicable backbone system costs as determined by Company (minus street

l ight and system improvement costs). Any additional construction cost in excess of

the per lot al lowance wil l  be paid by applicant as a non-refundable contribution in

aid of construction

1.2.2

Deleted: 1.1.2 . Where an advance is
required, Company will issue the
applicant an AdVance Certificate. kg
within five (5) years of issuance, a lateral
extension is made off the original line
extension, the applicant may present
his/her Advance Certificate to Company
for a potential refund. Refunds will be
issued when the Advance Certificate is
presented for payment and the connection
of the subsequent applicant has been
verified. In no event will refunds exceed
the original advance. Refunds will be
determined as shown in the example:1[
l l

Company reserves the right to perform a field audit as to the number of

permanently connected customers within the development eighteen (18) months

Hom the extension agreement's exertion date and requires the applicant to make a

refundable advance of the construction costs less the applicable credit for the

number of permanently connected customers to date

EXAMPLE:1I

1.2.3 Company reserves the right to disallow the allowance and collect a ful l advance of

the construction costs from the applicant based on the project scope, or location, or

financial condition of the applicant, or where organizational structure of the

applicant warrants, as determined by Company, Advances are subject to the retime

provisions in Section 4.2
If: *e

1.2.4 The fol lowing provides examples of the application of the pol icy
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Estimated Construction Cost $450,000

Number o ff-Iomes 100

Tota l Allowa nce $500,000

Non-Reiimdable
Contribution

$ 0

Estimated Conslruction Cost $650,000

Num be r o fHomes 100

Total Allowance $500,000

Non-Refundable
Contribution

$150,000

Estimated Construction Cost $650,000
Numbe r of Home s  P la nne d 1 0 0

Potential Allowance
Refundable Advance

$500,000

Non Re funda ble
Contribution

$150,000

Assumed Number of
Completed Homes 35

SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

EEECTRUT NSTRIBUTIUN LINES AND SERVICES
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E XAMP LE  1

The following example illuslrates a case in which the allowance is adequate to
cover the subdivision's construction costs. It is assumed that the applicant builds
:dl of the homes in the 18 month period

EXAMPLE 2
Example #2 illustrates a case in which the construction costs exceed the allowance
and the applicant completes all homes in the subdivision. The total construction
cost exceeds the allowance by $150,000 and the applicant provides the non
refundable contribution in aid of construction when the extension agreement is
executed. If the applicants completes all 100 homes within the 18 month period
atlee the execution date of the extension agreement, no additional funds are
advanced by the applicant

E XAMP LE  3

The following example illustrates a case in which two events occur. First the
allowance does not adequately cover the required construction. This results in the
requirement that the applicant provide a non-refundable contribution in aid of
construction. This payment is due at the time the extension agreement is signed by
the applicant

The second event illustrated in this example is the applicant does not sell sufficient
homes in mc development in the 18 month period following the extension
agreement execution date. In the example, at the end of the 18 month period, the
applicant has completed 35 homes. Since there me 65 homes left to be completed
the applicant must provide a refundable advance of$325,000. This advance will
be eligible for refund during the subsequent 42 months as additional homes are
completed. Any wt-refUnded advance remaining at the end of the refund period
becomes a non-reMndable contribution in aid of construction
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Allowance Credited (35 x
$5000)

$175,000

Potential Amount Remaining
Eligible For Refund $325,000

I v _ _ _ _ _ _ _ _SEBYICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBIITIGN LINES AND SERVICES
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1.3 RESIDENTIAL CUSTOM HOME "LOT SALE" DEVELOPMENTS

Extensions will be made to residential "lot sale" custom home developments in advance of
application for service by permanent customers, provided the applieant(s) sign an extension
agreement and make a refundable advance of the construction cost associated with the
installation of "backbone" inNwructure. The payment of the advance is due at the time the
extension agreement is executed and subject to refund as specified in Section 4.1.

1.3.1 Line extensions and/or equipment installations will be made for each permanent
customer upon request for service,'and an allowance of$5,000 will be credited
against teetotal construction costs for each installation as determined by Company
(minus streetlight and system improvements costs). Any additional construction
cost will be paid as a non-retiundable contribution in aid of construction.

1.3.2 Company reserves the right to disallow the allowance and collect full advance of
the construction costs 'dam the applicant(s) based on the project scope, or location,
or financial condition of the applicant(s), or where organizational structure of the
applicant(s) warrants, as determined by Company. Advances are subject to refund
as specified in Section 4.1.

1.3.3 Company will provide "conduit only" designs provided applicant makes a non-
refundable contribution in aid of construction in the amount equal to die estimated
cost of preparation, in addition to the costs for any materials, field survey and
inspections that may be required.

1.4 MASTER PLANNED COMMUNITY DEVELOPMENTS

Extensions will be made to master planned community developments in advance of
application for service by permanent customers, provided the applicant(s) sign an extension
agreement and make a refimdable advance of the construction cost associated with the
installation of"backbone" infrastructure.

1.4.1 Line extensions and equipment installation for backbone infrastructure to serve a
Master Planned Development will be made in advance of application for service by
permanent customers. A per lot allowance of $1,000 will be credited against the
backbone infrastructure cost as determined by Company (minus street light arid
system improvement costs). Any additional cost will be paid by applicant as a non-
refundable contribution at the time the extension agreement is executed.

_J

l l
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Line extensions and equipment installations will be made for each residential
subdivision within the planned development in advance of application for service
by permanent customers. The cost of the extensions and equipment installations
needed to provide service will be used in determining the cost for the development.
A per lot allowance of $4,000 will be credited against the "subdivision" cost as
determined by Company (minus street light and system improvement costs). Any
additional cost will be paid as a non-reiimdable contribution in aid of construction
at the time the extension agreement is executed.

Dele ted :

De le ted : XXXXX
,I

ARIZONA PUBLIC SERVICE COMPANY
Phoenix, Arizona
Filed by. David J. Rumoio
Title: Manager, Regulation and Pricing
Original Effective Date: January 31, 1954

4
'I
//
rt/I
II I

11
11111/4/I I/
III/

"//,' '{ Deleted: July 1, 2007
9 / / I 1
//I//// l

| H
A.c.c. n<>.5e87,j /','//

Canceling A.c.c. n<»§§=@ _I //,
Service Schedule 3 ' W

Revision No. 0 /W
ac  v . _ _rEff mi Q.<§s."

Page 4 of 13

Deleted: :

I

I

I



EstimatedBackbone Cost $2,500,000
Number of Homes 1000
Potential Allowance
Refundable Advance

$1,000,000

Non Refundable
Contribution

$1,500,000

EstimatedSubdivision Cost $600,000
Number of Homes 200
ToW Allowance $800,000
Non-Refundable
Contribution so

SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIEUTICN LINES AND SERVICES

Deleted: DRAFT

1.4.2 Company reserves the right to disallow the credit and collect a till advance of the
construction costs from the applicant based on the project scope, or location, or
financial condition of the applicant, or where organizational structure of the
applicant warrants, as determined by Company. Advances are subject to the rebind
provisions in Section 4.0

1.4.3 The residential extension examples provided in 1.2.4 would be applicable to
residential developments within a Master Planned Community. Extensions to
multi-family developments or commercial developments would be made in
accordance with the applicable sections of this Service Schedule, The following
example illustrates the policy application for the entire project

EXAMPLE 4

Example #4 illustrates a case in which the applicant of the Master Planned
Community requests an extension of backbone infrastructure and individual
residential developers request extensions for residential subdivisions. The
applicant makes a refundable contribution in aid of construction at the time the
extension agreement is executed. The individual subdivision will be handled in a
manner consistent with the subdivision examples found in Section 1.2.4

RESIDENTIAL MULTI-FAMILY DEVELOPMENTS

1.5.1 Extensions will be made to multi-family apartment, condominium or townhouse
developments in advance of application for service by permanent customers If
approved by Company, a per completed unit allowance of $1,000 may he credited
against the total construction cost, including any applicable backbone inti'astrucme

costs as determined by the company, (minus street light arid system improvement
costs). Any additional cost will be paid as a non-refundable contribution in aid of
construction at the time the extension agreement is executed
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Company reserves the right to perfoml a field audit as to the number of
permanently connected customers within the development eighteen (18) months
from the extension agreement's execution date and require the applicant to make a
refundable advance of the construction costs less the applicable credit for the
number of permanently connected customers to date
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1.5.3 Company reserves the right to disallow the credit and colley a full advance from
the applicant based on the project scope, or location, or financial condition, or
where organizational structure of the applicant warrants, as determined by
Company. Advances are subject to the refund provisions in Section 4.0

HIGH RIS E AND MIXED US E RES IDENTIAL DEVELOP MENTS

1.6.1 Extensions will be made to high rise and mixed use develop rents where the
residential units are privately owned and either individually metered or master
metered in accordance with Section 6.12.3

1,6.2 In general, APS will provide service to these type of developrrems at one point of
delivery and it is the applicant's responsibility to provide and maintain the
electrical distribMon facilities within the building

1.6.3 Extensions will be on the basis of Economic Feasibility. "Economic Feasibility
as used in this policy, shall mean a detemiination by Company that the estimated
annual revenuebased on Company's then currently effective rate for distribution
service (excluding taxes, regulatory assessment and other adjustments) less the cost
of service provides an adequate rate of return on the investmentmadeby Company
to serve the customer(s) and development

1.6.4 Company reserves the right to colley a full advance from the applicant based on
the project scope, or location, or financial condition, orwhereorganizational
structure of the applicant warrants, as determlmed by Company. Advances are
subject to the refixnd provisions in Section 4.2

NON-R ES IDENTIAL

2.1 General service line extensionsandequipment installations will be made to all applicants not
meeting the definition of Residential or as provided for in Section 2.4, or Section 3.0 of this
Schedule. General service line extensions and equipment installations will be made on the
bats of Economic Feasibility or on a revenue basis as described in Section 2.2. "Economic
Feasibility", as used in this policy, shall mean a determination by Company that the
estimated annual revenue based on Company's then currently effective rate for distribution
service (excluding taxes, regulatory assessment and other adjustments) less the cost of
service provides an adequate rate of return on the investment made by Company to serve the
customer. Extensions that are emnomically feasible as determined by the revenue basis as
described in Section 2.2 or by the economic feasibility analysis described in this section are
provided free to the customer. Extensions will be provided to customers that do not meet the
economic feasibility determination provided the customer signs an extension agreement and
advances as much of the construction cost and/or agree to pay a facilities charge to make the
extension economically feasible. All costs are to be paid at the time the extension agreement
is executed. Advances are subject to the refund provisions of Section 4.0

2.2 A revenue basis extension will be made to customers or applicants except those specified in
Sections 2.4. 3.1. 3.2. or 3.3_ when the extension does not exceed a total construction cost of
$25.000
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2.2.1 Such extension shall be free to the customer where the estimated annual revenue
based on Company's then currently effective rate for distribution service
(excluding taxes, regulatory assessment and other adjustments) multiplied by six
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(6.0) is equal to or greater than the total construction cost less nonrefimdable
customer contributions

Company reserves the right to collect a full advance from the applicant based on the project
scope, or location, or financial condition, or where organizational structure of the applicant
warrants, as determined by Company. Advances are subject to the refund provisions in
Section 4.0

2.4 C O R P O R ATE BUS INES S  & INDUS TR IAL P AR K DEVELO P MENTS

2.4.1

2.4.2

Extensions will be made to business and industrial park developments in advance
of application for service by permanent customers, provided applicant(s) make a
refundable advance of the construction cost associated with the installation of
"backbone" infrastructure.
The costs for tile installed infrastructure and the cost of the extensions and
equipment installations needed to provide service to each permanent customer will
be used in determining the development's Economic Feasibility, "Economic
Feasibility", as used in this policy, shall mean a determination by Company that the
estimated annual revenue based on Company's then currently effective rate for '
distribution service (excluding taxes, regulatory assessment and other adjustments)
less the cost of service, provides an adequate rate of return on the investment made
by Company to serve the customer(s) and development.

2.4.3 For extensions and equipment installations which meet the conditions specified in
Section 2.4.1, CoMpany, aler special study and at its option, may install its
facilities to customers who do not satisfy the definition of economic feasibility as
specified in Section 2.I.. Such customers or applicant(s) must sign an extension
agreement and advance as much of the construction cost and/or pay a non-
refundable contribution (facilities charge) to make the extension economically
feasible. All costs are to be paid at the time the extension agreement is exerted.
Advances are subject to refund as specified in Section 4.1.

3.0 O THER CO NDITIO NS

3 .1 IR R IG ATIO N C US TO MER S

Customers requiring construction of electric facilities for service to agricultural irrigation pumping
will advance the total construction cost at the time the extension advance is executed. Advances ah
subject to remind as specified in Section 4.3. Non-agricultural irrigation pumping service to
permanent customers will be extended as specified in Section 2, Non-agricultural irrigation pumping
service to temporary or doubtful permanency customers will be extended as specified in Section 3.2
or 3.3 below, as applicable.

3.2 TEMP O R AR Y C US TO MER S
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Where a temporary meter or construction is required to provide service to the customer, the customer
shall make a non-reiimdable contribution in advance of installation or construction equal to the cost
of installing and removing tlle facilities required to furnish service, less the salvage value of such
facilities. When the use of service is discontinued or agreement for service is terminated, Company
may dismantle its facilities and the materials and equipment provided by Company will be salvaged
arid remain Company property.
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3.3 DOUBTFUL PERMANENCY CUSTOMERS

When, in the opinion of Company, permanency of the customer's residence or operation is doubtful,
the customer will be required to advance the total construction cost. Advances are subject to refund
as specified in Section 4.4.

4.0 R EF UNDS

4.1 BEYEN U_18 QB E9Q3QME EE»°;5lBILLTY_B_A_SlS_13EFQND§~ | Formatted: Underline

Customer advances over $50.00 are subject to full or partial refund. At the end of eighteen months from
the date Company facilities are energized, Company will obtain actual closing costs and actual first year
distribution revenues and determine if the company is receiving the required minimwn rate ofreturn. If
this results in an advance lower than the amount advanced by customer, Company will refund the
difference between the amount advanced and the amount that would have been advanced using actual
closing costs and distribution revenues. In no event shall the amount of any refund exceed the amount
originally advanced. Subsequent refund studies will be performed at one year intervals for an additional
four years using actual distribution revenues for the year. At the end of this total five year refund period,
any advance not refunded shall become a nonrefundable contribution in aid of construction.

4.2 R ES IDENTIAL HOMEBUILDER  S UBDIVIS IONS

Customer advances over$50.00 are subject to remind based on the number of permanently eormected
customers during the five year refund period commencing on the endension agreement's execution
date. At the end of this total five year refund period, any advance not refunded shall become a
nonrefundable contribution in aid of construction.

4.3 REFUNDS  FOR EXTENS IONS  TO IRRIGATION CUS TOMERS

Customer advances over $50.00 are subject to refund of twenty-five (25) percent of the annual
accumulation of twelve (12) monthly bills based on Company's then currently effective rate for
distribution service (excluding taxes, regulatory assessment and other adjustments) in excess of the
annual minimum bill, for service to the irrigation pump specified in the agreement for the extension
being surveyed, commencing with the date of signing the agreement. In no event shall the amount of
any refund exceed the amount originally advanced.

4.4 REFUNDS  TO CUS TOMERS OF DOUBTFUL P ER MANENC Y

Customer advances over $50.00 are subject to full or partial based on the Economic Feasibility Basis
as specified 'm Section 3.3. In no event shall the refund exceed twenty-five (25) percent of the annual
aecumiilalion of twelve (12) monthly bills based on Company's then currently effective rate for
distribution service (excluding taxes, regulatory assessment and other adjustments) in excess of the
annual minimum bill for the customer specified in the extension agreement. In no event shall the
amount of any refund exceed the amount originally advanced.

5683

4.5. GENERAL REFUND CONDITIONS

I
I
H
ii
Ill
IH
Ill I

l De le te d :

I De le te d :  5683

1 De le te d ; ><><5<><ǹ
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Any unretimded advance balance shall become nonrefimdable five (5) years from the
execution or the effective date of the agreement.

4.5.4 Company reserves the right to withhold refunds to any customer or developer who is
delinquent on any account, agreement, or invoice and apply these refund amounts to past due
bills.

5.0 UNDER G R O UND C O NS TR UC TIO N

5.1 GENERAL UNDERGROUND CONSTRUCTION POLICY - With respect to all underground
installations, Company may install underground facilities only if all of the following conditions are
met:

5.1.1 The extension meets feasibility requirements as specified in Sections 1.0, 2.0, or
3.0.

5.1.2 The customer or applicant(s) provides dl earthwork including, but not limited to,
trenching, boring or punching, backfill, compaction, and surface restoration in
accordance with Company specifications.

5.1.3 The customer or applicant(s) provides installation of equipment pads, pull-boxes,
manholes, and conduits as required in accordance with Company specifications.

5.1.4 In lieu of customer or applicant(s) providing these services and equipment, the
company may provide and the customer or applicant(s) will make a non-refundable
contribution equal to the cost of such work plus any administrative or inspection.
fees incurred by Company. Customers or applicants electing this option will be
required to sign an agreement indemnifying arid holding APS hairless agdnst
claims, liabilities, losses or damage (Claims) asserted by a person or entity other
than APS' contractors, which Claims arise out of the trenching and conduit
placement, provided the claims are not attributable to APS' gross negligence or
intentional misconduct

5.2 Where it is determined that three phase service is required to serve the customer, customer
may be required to make a nonrefundable contribution for excess service footage required
by the customer equal to the increased estimated cost of installed service lines over what
would be required with a maximum 40-foot service at 480 volts and 20-foot service at
120/208 or 240 volts.

6.0 G ENER AL C O NDITIO NS

6.1 VO LTAG E

f.The extension will be designed and constructed for operation at standard voltages used by Company
in the area in which the extension is located. Company may deliver service for special applications of
higher voltages with prior approval from Company's Engineering Department arid in accordance with
this Schedule.
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6.2.2 For underground service, the point of delivery shall be where Company's service
conductors terminate in the customer's or development's service equipment. The
customer shall furnish, install and maintain any risers, raceways and/or termination
cabinets necessary for the installation of Company's underground service conductors.

6.2.3 For special applications where service is provided at voltages higher than the standard
voltages specified in the Electric Service Requirements Manual, APS and customer shall
mutually agree upon the designated point of delivery.

6.3 T HR E E PHASE

Extensions for three phase service can be made under this extension policy where the customer has
installed major three phase equipment Motors with a name-plate rating of 7-1/2 HP or more or single
air conditioning units of 6 tons or more or where total horsepower of all connected three phase motors
exceeds 12 HP or total load exceeding 100 kA demand shall qualify for three phase. If the
estimated load is less than the above horsepower or connected kA specifications, Company may, at
its option and when requested by the customer, serve three phase and require anonrefundable
contribution equal to the difference in cost between single phase and three phase construction, but in
no case less than $100. ,

6.4 EAS EMENTS

All suitable easements or rights-of-way required by Company for any portion of the extension which
is either on premises owned, leased or otherwise controlled by the customer or developer, or other
property required for the extension, shall be furnished in Company's name by the customer without
cost to or condemnation by Company and in reasonable time m meet proposed service requirements.
All easements or rights-of-way obtained on behalf of Company shall contain such terms and
conditions as are acceptable to Company.

6.5 GR ADE  MODIFIC ATIONS

If subsequent to construction of electric distribution lines and services, the final grade established by
the customer or developer is changed in such a way as to require relocation of Company facilities or
the customer's actions or those of his contractor results in damage to such facilities, the cost of
relocation and/or resulting repairs shall be home by customer or developer.

6.6 OWNERS HIP

Except for customer-ovlmed facilities, all electric facilities, including that for which customers have
made advances and/or contributions, will be owned, operated and maintained by Company.

6.7 MEAS UR EMENT AND LO C ATIO N

6.7.1 Measurement mustbe along the proposed route of construction,

l Deleted:

l Deleted: 5683 1
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6.7.3 The extension must be a branch firm, the continuation of or an addition to, one of
Company's existing distribution lines.
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In unusual circumstances as determined by Company, when the application and provisions of this
policy appear impractical, or in case of extension of lines to be operated on voltages other than
specified in the applicable me schedule, or when customers estimated load will exceed 3,000 kw,
Company will make a special study of the conditions w determine the basis on which service may be
provided. Additionally, Company may require special contract arrangements as provided for in
Section 1.1 of Company's Schedule 1, Terms and Conditions for Standard Offer and Direct Access
Service.

6.9 NON-S TANDARD CONS TRUCTION

Company's construction practices employ contemporary methods and equipment and meet current
industry standards. Where extensions of electric facilities require construction that is in any way
nonstandard, as determined by Company, or if unusual obstructions are encountered, the customer
will make a non-refundable contribution equal to the difference in cost between standard and
non-standard construction, in addition to other applicable costs involved.I

I .Q Q  _  _ ABNO R MAL LO ADS _ Deleted: 11

Company, at its option, may make extensions to serve certain abnormal loads (such as:
transformer-type welders, x-ray machines, wind machines, excess capacity for test purposes and loads
of unusual characteristics), provided the customer makes a nonrefundable contribution equal to the
total cost of such extension, including transformers.

6.11 RELOCATIONS  AND/OR CONVERS IONS

6.11.1 Company will relocate or convert ifs facilities for the customer's convenience or aesthetics,
providing the customer makes a nonreiimdable contribution equal to the total cost of
relocation or conversion.

6.11.2 When the relocation of Company facilities involve "prior rights" conditions, the customer
will be required to make a non-refundable contribution equal to the total cost of relocation.

6.11.3 When the relocation or conversion is in conjunction with added revenue, as determined by
Company and is not for the customer's convenience or aesthetics, then the relocation or
conversion costs plus the costs to serve will be used to determine the customers advance on
the basis specified in Section 2.0 or 3.0.

6.12 MAS TER ME TE R ING

6.12.1 Mobile Home Parks - Company shall refuse service to all new construction and/or
expansion of existing permanent residential mobile home parks unless the construction
and/or expansion is individually metered by Company,

6.12.2

D e l e ted:

{ Deleted:

Deleted :

l
t Deleted:

MUM
Deleted: 5622

9

I
t
I

J
I

Residential Apartment Complexes. Condominiums - Company shall refuse service to all
new construction of apartment complexes and condominiums which are master metered
unless the builder or developer can demonstrate that the installation meets the provisions
of R14-2-205 of the Corporation Commission's Rules arid Regulations or the
requirements discussed in 6.12.3 below. This section is not applicable to Senior
Care/Nursing Centers registered with the State of Arizona with independent living units
which provide packaged services such as housing, food, and nursing care.
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6.12.3 Multi-Unit Residential Developments._ Company will allow master metering for
residential units where the residential units are privately owned provided the building will
be served by a centralized heating, ventilation and/or adr conditioning system, and each
residential unit shall be individually sub-metered and responsible for energy consumption
of that unit.

6.12.3.1 Sub-metering shall be provided and maintained by the builder or homeowners
association.

6.12.3.2 Responsibility and methodology for determining each unit's energy billing shall
be clearly specified in the original bylaws of the homeowners association, a copy
of which must be provided to Company prior to Company providing the initial
exlension.

6.12.4 Company will convert its facilities tim master metered system to a permanent individually
metered system at the customer's request provided the customer makes a nonrefundable
contribution equal to the residual value plus the removal costs less salvage of the master
meter facilities to be removed, The new facilities to serve the individual meters will be
extended on the basis specified in Section 1. Applicant is responsible for adj costs related to
the installation of new service entrance equipment.

6.13 CHANG E IN CUS TO MER'S  S ERVICE REQ UIREMENTS

Company will rebuild or revamp existing facilities to meet tlle customers added load or change in
service requirements on the basis specified in Section 2.0 or 3.0.

6.14 S TUDY AND DES IG N DEP O S IT

Any applicant requesting Company to prepare special studies or detailed plans, specifications, or cost
estimatesg@lL_be neguired to depggtyjth §9mpany an_amount equal9-,_n36 estimated cqstqf
preparation. Where the applicant authorizes Company to proceed with construction of the extension,
the deposit shall be credited to the cost of construction, otherwise thedeposit shall be nonrefundable.
Company will prepare, without charge, a preliminary sketch arid rough estimate of the cost to be paid
by the customer for a line extension upon request.

l Deleted: may

6.15 C US TO MER  C O NS TR UC TIO N O F  C O MP ANY DIS TR IBUTIO N F AC ILITIES

Deleted

The customer may provide construction related services, e.g. engineering, survey, materials and/or
labor, associated with new distribution facilities to serve the customer's new or added load, provided
the customer meets all of the requirements set forth by Company. All work and/or materials provided
by the customer shall comply with Company standards in effect at the time of construction. The
customer shall receive written approval from Company prior to performing any construction related
services. Company will perform an Economic Feasibility Analysis prior to the approval of any
proposed customer provided construction to ensure the proposed scope of work results in mutual
benefits to the customer and Company_ _ _ _ _ _ _ _ _
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either party, be referred to the Arizona Corporation Commission or a designated representative or
employee thereof for determination

6.17 INTER ES T

A.ll advances made by the customer to Company in aid of construction shall be non-interest bearing

6.18 EXTENS ION AGREEMENTS

All line extensions or equipment upgrades requiring payment by the customer shall be in writing and
signed by both the customer and Company

6.19 ADDITIONAL P R IMAR Y FE E D

When specifically requested by the customer to provide an adtemate primary feed (excluding
transformation), Company will perform a special study to determine the request's feasibility and the

customer;/_ill ¥.41449 af!9 ;1¢1n£=!1=1»Q#l>ls ml!-fLb;1¢i°!\=Lid_<8Q11§\n4°_n@£1\s4494
met as well as the applicable rate for the additional feed requested

Deleted: may

[oelered

I Deleted:

Deleted:

5683

10<><xn

ff *i

11,1./1 Deleted: 9

/1 Deleted

Deleted:

Deleted: xxx>o<

July 1,2007

ARIZONAPUBLIC SERVICE COMPANY
Phoenix, Arizona
Filed by: DavidJ, Rumolo
Title: Manager, Regulation andPricing
OriginalEffective Date: January31, 1954

AC.C. n0.568'/,
CancelingA.C.C. No. sag

Service Schedule3
Revision No.,1Q

Effective5;. 4QQQ,_/

1 fl/

Page 13 of 13



First applicant's estimated cost for a line extension $22,000
4 IFirst pliant allowance $ 5,000
¢ lFirst pliant's advance $17,000

Second applicant's estimated cost for a lateral off the
original extension $ 3,000
Secondapplicant's allowance $ 5,000
Refund to fist applicant upon presentation of Advance
Certificate and verification $ 2,000

Page 2: [1] Deleted
1.1.2

293536 7/16/2007 11:14:00 AM
Where an advance is required, Company will issue the applicant an
Advance Certificate. l£ within five (5) years of issuance, a lateral
extension is made off the original line extension, the applicant may
present his/her Advance Certificate to Company for a potential refund.
RefUnds will be issued when the Advance Certificate is presented for
payment and the connection of the subsequent applicant has been verified.
In no event will refunds exceed the original advance. Refunds will be
determined as shown in the example:

EXAMPLE:
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES

Provision of electric service from Arizona Public Service Company (Company) may require construction of
new facilities or upgrades to existing facilities. Costs for construction depend on the customer's location, load size, and
load characteristics. This schedule establishes the terns and conditions under which Company will extend its facilities
to provide new or upgraded facilities

All extensions are made on the basis of economic feasibility (excluding Single Family Homes which are
discussed below). Construction allowance and revenue basis methodologies are offered for use in circumstances where
feasibility is generally accepted because of the number of extensions made within the construction allowance and dollar
limits.

AH extensions shall be made in accordance with good utility construction practices, as determined by
Company, and are subject to the availability of adequate capacity, voltage and Company facilities at the beginning point
of an extension as determined by Company. .

The following policy governs the extension of overhead and underground electric facilities lated up to 21kV to
customers whose requirements are deemed by Company to be usual and reasonable in nature.

DEFINITIONS

Backbone Infrastructure means the electrical distribution facilities typically consisting of main three-

phase feeder lines and/or cables, conduit, duct banks, manholes, switching cabinets and capacitor

banks.

Conduit Only Designs mean a line extension request where the developer is only requesting the

conduit layout and design to serve the project. Local distribution facilities such as transformers and

services will be installed at a later date when lot sales occur.

Corporate Business & Industrial Developments means a tract of land which has been divided into

contiguous lots in which a developer offers improved lots for sale and the purchaser of the lot is

responsible for construction of buildings for commercial and/or industrial use. Separate line

extensions and equipment installations may be needed to provide service to each permanent customer.

High Rise Residentia l means  res identia l multi-family developments  built with four or more floors ,
usually using elevators  for accessing floors.

Irrigation means water pumping service. Agricultural pumping means water pumping for farms and
farm-related pumping used to grow commercial crops or crop-related activity. Non-agricultural water
pumping is pumping for purposes other than the growing of commercial crops, such as golf course
irrigation or municipal water wells .

Master Planned Community Developments means developments that consist of a number of
separately subdivided parcels for different "Residential Homebuilder Subdivisions". Developments
may have a variety of uses including residential, commercial, and public use facilities.

Mixed Use Residential Developments  means buildings that consist of both residential and commercial
use, such as a high-rise building where the firs t level is  for commercial purposes and the upper floors
are res identia l.

Residential Custom Home "Lot Sale" Developments means any tract of land that has been divided
into four or more contiguous lots  in which a developer offers  improved lots  for sale and the purchaser
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of the lot is responsible for construction of a residential home. Separate line extensions and equipment

installations may be needed to provide service to each permanent customer.

i . Residential Homebuilder Subdivisions means any tract of land which has been divided into four or

more contiguous lots with an average size of one acre or less in which the developer is responsible for

the construction of residential homes or permanent mobile home sites.

Residential Multi-family Developments means developments consisting of apartments,
condominiums, or townhouse developments. .

r

ResidenNdSMgle Family Homes mean a house, or a mobile home permanently affixed to a lot or site.

System Improvement Costs means the costs of system additions over and above what is required to

serve the customer, where such additions provide additional capacity for other customers.

1 .0 RESIDENTIAL

1.1 S INGLE FAMILY HOMES

1.1.1 Residential extensions will be made to new permanent residential customers or

groups of new permanent residential customers. For pLu'poses of this section, a

"group" shall be defined as less than 4 homes. A non-refundable contribution in

aid of construction equal to the total estimated construction cost, design review and

project inspections costs incurred by the Company plus applicable Federal, State,

and Local.taxes will be paid by the applicant prior to the Company extending

facilities.

1.2 RES IDENTIAL HOMEBUILDER S UBDWIS IONS

1.2.1 Extensions will be made to residential subdivision developments of four or more

homes in advance of application for service by permanent customers provided the

applicant(s) signs an extension agreement. If approved by Company, a per lot

allowance of $5,000 may be credited against the total construction cost, which may

include applicable backbone system costs as determined by Company (minus street

light and system improvement costs). Any additional construction cost in excess of

the per lot allowance will be paid by applicant as a non-refundable contribution in

aid of construction.

1.2.2 Company reserves the right to perform a field audit as to the number of

permanently connected customers within the development eighteen (l8) months

from the extension agreement's execution date and requires the applicant to make a

refundable advance of the construction costs less the applicable credit for the

number of permanently connected customers to date.

1.2.3 Company reserves the right to disallow the allowance and collect a full advance of

the construction costs from the applicant based on the project scope, or location, or

financial condition of the applicant, or where organizational structure of the
applicant warrants, as determined by Company. Advances are subject to the retha

provisions in Section 4.2.

1.2.4 The following provides examples of the application of the policy:
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Estimated Construction Cost $450,000
Number of Homes 100
Tota l Allowance $500,000
Non-Refundable
Contribution

s 0

Estimated Construction Cost $650,000
Number of Homes 100
Tota l Allowance $500,000
Non-Refundable
Contribution

$150,000

Estimated Construction Cost $650,000
Number of Homes Planned 100
Potentia l Allowance
Refundable Advance

$500,000

Non Refundable
Contribution

$150,000

Assumed Number of
Completed Homes 35

SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES  AND SERVICES
EXAMP LE 1

The following example illustrates a case in which the allowance is adequate to
cover the subdivision's construction costs. It is assumed that the applicant builds
all of the homes in the 18 month period

EXAMPLE 2
Example #2 illustrates a case in which the construction costs exceed the allowance
and the applicant completes all homes 'm the subdivision. The total construction
cost exceeds the allowance by $150,000 and the applicant provides the non
refundable contribution in aid of construction when the extension agreement is
executed. If the applicants completes all 100 homes within the 18 month period
alter the execution date of the extension agreement, no additional funds are
advanced by the applicant

EXAMP LE 3

The following example illustrates a case in which two events occur. First, the
allowance does not adequately cover the required construction. This results in the
requirement that the applicant provide a non-refundable contribution in aid of
construction. This payment is due at the time the extension agreement assigned by
the applicant

The second event illustrated in this example is the applicant does not sell sufficient
homes in the development in the 18 month period following the extension
agreement execution date. In the example, at the end of the 18 month period the
applicant has completed 35 homes. Since there are 65 homes left Tobe completed
the applicant must provide a refundable advance of $325,000. This advance will
be eligible for refund during the subsequent 42 months as additional homes are
completed. Any in-refunded advance remaining at the end of the refund period
becomes a non-refundable contribution in aid of construction
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Allowance Credited (35 x
$5000)

$175,000

Potentia l Amount Remaining
Eligible For Refund $325,000

SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES

1.3 RES IDENTIAL CUS TOM HOME "LOT S ALE" DEVELOP MENTS

Extensions will be made to residential "lot sale" custom home developments in advance of
application for seMce by permanent customers, provided the applicant(s) sign an extension
agreement and make a refundable advance of the construction cost associated with the
installation of "backbone" iniiastructure. The payment of the advance is due at the time the
extension agreement is executed and subject to refund as specified in Section 4. 1 .

1.3.1 Line extensions and/or equipment installations will be made for each permanent
customer upon request for service, and an allowance of $5,000 will be credited
against the total construction costs for each installation as determined by Company
(minus streetlight and system improvements costs). Any additional construction
cost will be paid as a non-refundable contribution in aid of construction.

1.3.2 Company reserves the right to disallow the allowance and collect a full advance of
the construction costs iron the applicant(s) based on the project scope, or location,
or financial condition of the applicant(s), or where organizational structure of the
applicant(s) warrants, as determined by Company. Advances are subject to refund
as specified in Section 4. l .

1.3.3 Company will provide "conduit only" designs provided applicant makes a non-
reiimdable contribution in aid of construction in the amount equal to the estimated
cost of preparation, in addition to the costs for any materials, field smokey and
inspections that may be required.

1.4 MAS TER P LANNED COMMUNITY DEVELOP MENTS

Extensions will be made to master planned community developments in advance of
application for service by permanent customers, provided the applicant(s) sign an extension
agreement and make a refundable advance of the construction cost associated with the
installation of "backbone" infrastructure.

1.4.1 Line extensions and equipment installation for backbone in'rras11'ucture to serve a
Master Planned Development will be made in advance of application for service by
permanent customers. A per lot allowance of $1,000 will be credited against the
backbone iniiastructure cost as determined by Company (minus street light and
system improvement costs). Any additional cost will be paid by applicant as a non-
refundable contribution at the time the extension agreement is executed.

Line extensions and equipment installations will be made for each residential
subdivision within the planned development in advance of application for service
by permanent customers. The cost of the extensions and equipment installations
needed to provide service will be used in determining the cost for the development.
A per lot allowance of $4,000 will be credited against the "subdivision" cost as
determined by Company (minus street light and system improvement costs). Any
additional cost will be paid as a non-refundable contribution in aid of construction
at the time the extension agreement is executed.
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Estimated B.ackbone Cost $2,500,000
Number ofHomes 1000

Potential Allowance
Refundable Advance

$1,000,000

Non Refundable

Contribution

$1,500,000

Estimated Subdivision Cost $600,000
Number of Homes 200

Tota l Allowa nce $800,000
Non-Rethndable
Contribution $0

SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES

1.4.2 Company reserves the right to disallow the credit and collect a full advance of the
construction costs from the applicant based on the project scope, or location, or
financial condition of the applicant, or where organizational structure of the
applicant warrants, as determined by Company. Advances are subject to the refund
provisions in Section 4.0. .

1.4.3 The residential extension examples provided 'm 1.2.4 would be applicable to
residential developments wiidiin a Master Planned Community. Extensions to
multi-family developments or commercial developments would be made in
accordance with the applicable Sections of this Service Schedule. The following
example illustrates the policy application for the entire project.

EXAMP LE 4:

Example #4 illustrates a case in which the applicant of the Master Planned
Community requests an extension of backbone infrastructure and individual
residential developers request extensions. for residential subdivisions. The
applicant maces a refundable contribution in aid of construction at the time the
extension agreement is executed. The individual subdivision will be handled in a
manner consistent withthe subdivision examples found in Section 1.2.4.

1.5 RES IDENTIAL MULTI-P AMJ LY DEVELOP MENTS

1.5.1 Extensions will be made to multi-family apartment, condominium or tovlmhouse
developments in advance of application for service by permanent customers. If
approved by Company, a per completed unit allowance of $1,000 may be credited
against the total construction cost, including any applicable backbone imjirastructure
costs as determined by the company, (minus street light and system improvement
costs). Any additional cost will be paid as a non-refundable contribution in aid of
construction at the time the extension agreement is executed.

1.5.2 Company reserves the right to perform a Held audit as to the number of
permanently connected customers within the development eighteen (18) months
'dam the extension agreement's execution date and require the applicant to make a
refundable advance of the construction costs less the applicable credit for the
number of permanently connected customers to date.
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES
1 .5 .3 Company reserves the right to disallow the credit and collect a full advance from

the applicant based on the project scope, or location, or financial condition, or
where organizational structure of the applicant warrants, as determined by
Company. Advances are subject to the refund provisions in Se'cdon 4.0

HIGH RIS E AND MIXED US E RES IDENTIAL DEVELOP MENTS

1 .6 .1 Extensions will be made to high rise and mixed use developments where the
residential units are privately owned and either individually metered or master
metered in accordance with Section 6. 12.3

1 .6 .2 In general, APS will provide service to these type of developments at one point of
deliveryand it is the applicant's responsibility to provide and maintain the
eleclricd distribution facilities withinthe building

1.6.3 Extensions will be on the basis of Economic Feasibility. "Economic Feasibility
as used in this policy, shall mean a determination by Company that the estimated
annual revenue based on Company's then currently effective rate for distribution
service (excluding taxes, regulatory assessment and other adjustments) less the cost
of service provides an adequate rate of return on the investment made by Company
to serve the custornen(s) and development

1 .6 .4 Company reserves the right to collect a full advance from the applicant based on
the project scope, or location, or financial condition, or where organizational
structure of the applicant warrants, as determined by Company. Advances are
subject to the refund provisions in Section 4.2

NON-RES IDENTIAL

General service line extensions and equipment installations will be made to adj applicants not
meeting the definition of Residential or as provided for in Section 2.4, or Section 3.0 of this
Schedule. General service line extensions and equipment installations will be made on the
basis of Economic Feasibility or on a revenue basis as described in Section 2.2. "EconoMic
Feasibility", as used in this policy, shall mean a determination by Company that the
estimated annual revenue based on Company's then currently effective rate for distribution
service (excluding taxes, regulatory assessment and other adjustments) less the cost of
service provides an adequate rate of return on the investment made by Company to serve the
customer. Extensions that are economically feasible as determined by the revenue basis as
described in Section 2.2 or by the economic feasibility analysis described in this section are
provided &ee to the customer. Extensions will be provided to customers that do not meet the
economic feasibility determination provided the customer signs an extension agreement and
advances as much of the construction cost and/or agree to pay a facilities charge to make the
extension economically feasible. AH costs are to be paid at the time the extension agreement
is executed. Advances are subject to the refund provisions of Section 4.0

2.2 A revenue basis extension will be made to customers or applicants except those specified in
Sections 2.4, 3.1, 3.2, or 3.3, when the extension does not exceed a total construction cost of
$25,000

2.2.1 Such extension shall be Nee to the customer where the estimated annual revenue
based on Company's then currently effective rate for distribution service
(excluding taxes, regulatory assessment and other adjustments) multiplied by six
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES
(6.0) is equal to or greater than the total construction cost less nonrefundable
customer contdbudons.

2.3 Company reserves the right to collect a full advance from the applicant based on the project
scope, or location, or financial condition, or where organizational structure of the applicant
warrants, as determined by Company. Advances are subject to the refund provisions in
Section 4.0.

2.4 CORP ORATE BUS INES S  & INDUS TRIAL P ARK DEVELOP MENTS

2.4.1

2.4.2

Extensions will be made to business and industrial park developments in advance
of application for service by permanent customers, provided applicant(s) make a
reedable advance of the construction cost associated with the installation of
"backbone" iniiastructure.
The costs for the installed iniiastructure and the cost of the extensions and
equipment installations needed to provide service to each permanent customer will
be used in determining the development's Economic Feasibility. "Economic
Feasibility", as used in this policy, shall mean a determination by Company that the
estimated annual revenue based on Company's then currently effective rate for
distribution service (excluding taxes, regulatory assessment and other adjustments)
less the cost of service, provides an adequate rate of return on the investment made
by Company to serve the customer(s) and development.

2,43 For extensions and equipment installations which meet the conditions specified in
Section 2.4.1, Company, after special study and at its option, may install its
facilities to customers who do not satisfy the definition of economic feasibility as
specified in Section 2. 1. Such customers or applicant(s) must sign an eMersion
agreement and advance as much of the construction cost and/or pay a non-
refundable contribution (facilities charge) to make the extension economically
feasible. All costs are to be paid at the time the extension agreement is executed.
Advances are subject to refund as specified in Section 4. l .

3.0 OTHER CONDITIONS

3.1 IRRIGATION CUS TOMERS

Customers requiring construction of electric facilities for service to agricultural irrigation pumping
will advance the total construction cost at the time the extension advance is executed. Advances are
subject to refund as specified in Section 4.3. Non-agricultural irrigation pumping service to
permanent customers will be extended as specified in Section 2. Non-agricultural irrigation pumping
service to temporary or doubtful permanency customers will be extended as specified in Section 3.2
or 3.3 below, as applicable.

3.2 TEMP ORARY CUS TOMERS

Where a temporary meter or construction is required to provide service to the customer, the customer
shall make a non-refundable contribution in advance of installation or construction equal to the cost
of installing and removing the facilities required to furnish service, less the salvage value of such
facilities. When the use of service is discontinued or agreement for service is terminated, Company
may dismantle its facilities and the materials and equipment provided by Company will be salvaged
and remain Company property.
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES
DOUBTFUL P ERMANENCY CUS TOMERS

When, in the opinion of Company, permanency of the customer's residence or operation is doubthll
the customer will be required to advance the total construction cost. Advances are subject to refund
as specified in Section 4.4

REFUNDS

REVENUE OR ECONOMIC FEAS1J 30.ITY BASIS  REFUNDS

Customer advances over $50.00 are subject to full or partial refund. At the end of eighteen months from
the date Company facilities are energized, Company will obtain actual closing costs and actual first year
distribution revenues and determine if the company is receiving the required minimum rate ofretum. If
this results in an advance lower than the amount advanced by customer, Company will refund the
difference between the amount advanced and the amount that would have been advanced using actual
closing costs and distribution revenues. In no event shall the amount of any refund exceed the amount
originally advanced. Subsequent refund studies will be performed at one year intervals for an additional
four years using actual distribution revenues for the year. At the end of this total live year refund period,
any advance not refunded shall become a nonrefundable contribution in aid of construction.

4.2 RES IDENTIAL HOMEBUILDER S UBDWIS IONS

Customer advances over $50.00 are subject to refund based on the number of permanently connected
customers during the five year refund period commencing on the extension agreement's execution
date. At the end of this total Ive year refund period, any advance not refunded shall become a
nonrefundable contribution in aid of construction.

4.3 REFUNDS FOR EXTENSIONS TO IRRIGATION CUSTOMERS

Customer advances over $50.00 are subject to refund of twenty-Eve (25) percent of the annual
accumulation of twelve (12) monthly bills based on Company's then currently effective rate for
distribution service (excluding taxes, regulatory assessment and other adjustments) in excess of the
annual minimum bill, for service to the irrigation pump specified in the agreement for the extension
being surveyed, commencing with the date of signing the agreement. In no event shall the amount of
any refund exceed the amount originally advanced.

4.4 REFUNDS  TO CUS TOMERS  OF DOUBTFUL P ERMANENCY

Customer advances over $50.00 are subject to full or partial based on the Economic Feasibility Basis
as specified in Section 3.3. In no event shall the refund exceed twenty-five (25) percent of the annual
accumulation of twelve (12) monthly bills based on Company's then currently effective rate for
distribution service (excluding taxes, regulatory assessment and other adjustments) in excess of the .
annual minimum bill for the customer specified in the extension agreement. In no event shall the
amount of a.ny refund exceed the amount originally advanced.

4.5. GENERAL REFUND CONDITIONS

4.5.1 Customer advances of $50,00 or less are not subject to remind.

4.5.2 No refund will be made to any customer for an amount more than the unrefunded balance of
the customer's advance.
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES
4.5.3 Any unrefunded advance balance shall become nonrefundable five (5) years Hom the

execution or the effective date of the agreement.

4.5.4 Company reserves the right to withhold refunds to any customer or developer who is
delinquent on any account, agreement, or invoice and apply these refund amounts to past due
bills.

5.0 UNDERGROUND CONS TRUCTION

5.1 GENERAL UNDERGROUND CONSTRUCTION POLICY - With respect to all underground
instadladons, Company may install underground facilities only if all of the following conditions are
met:

5.1.1 The extension meets feasibility requirements as specified in Sections 1.0, 2.0, or
3.0.

5.1.2 The customer or app1icant(s) provides all earthwork including, but not limited to,
trenching, boring or punching, backfill, compaction, and surface restoration 'm
accordance with Company specifications.

5.1.3 The customer or applicant(s) provides installation of equipment pads, pull-boxes,
manholes, and conduits as required in accordance with Company specifications.

5.1.4 In lieu of customer or applicant(s) providing these services and eqtUpment, the
company may provide and the customer or applicant(s) will make a non-refundable
contribution equal to the cost of such work plus any administrative or inspection
fees incurred by Company. Customers or applicants electing this option will be
required to sign an agreement indemnifying and holding APS handless against
claims, liabilities, losses or damage (Claims) asserted by a person or entity other
than APS' contractors, which Claims arise out of the trenching and conduit
placement, provided the claims are not attributable to APS' gross negligence or
intentional misconduct.

5.2 Where it is determined that three phase service is required to serve the customer, customer
may be required to make a nonrefundable contribution for excess service footage required
by the customer equal to the increased estimated cost of installed service lines over what
would be required with a maximum 40-foot service at 480 volts and 20-foot service at
120/208 or 240 volts.

6.0 GENERAL CONDITIONS

6.1 VOLTAGE

The extension will be designed and constructed for operation at standard voltages used by Company
in thearea in which the extension is located. Company may deliver service for special applications of
higher voltages with prior approval from Company's Engineering Department and in accordance with
this Schedule.

6.2 P OINT OF DELIVERY

6.2.1 For overhead service, the point of delivery shall be where Compally's service conductors
terminate at the customer's leatherhead or bus riser.
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES

6.2.2 For underground service, the point of delivery shall be where Company's service
conductors terminate 'm the customer's or development's service equipment. The
customer shall furnish, 'install and maintain any risers, raceways and/or termination
cabinets necessary for the installation of Company's underground service conductors.

6.2.3 For special applications where service is provided at voltages higher than the standard
voltages specified in the Electric Service Requirements Manual, APS and customer shall
mutually agree upon the designated point of delivery.

6.3 THREE PHASE

Extensions for three phase service can be made under thisextension policy where the customer has
installed major three phase equipment. Motors with a name-plate rating of 7-1/2 I-IP or more or single
air conditioning units of 6 tons or more or where total horsepower of all connected three phase motors
exceeds 12 HP or total load exceeding 100 kA demand shall qualify for three phase. If the
estimated load is less than the above horsepower or connected kA specifications, Company may, at
its option and when requested by the customer, serve three phase and require a nonrefundable
contribution equal to the difference in cost between single phase and three phase construction, but in
no case less than $100.

6.4 EAS EMENTS

All suitable easements or rights-of-way required by Company for any portion of the extension which
is either on premises owned, leased or otherwise controlled by the customer or developer, or other
properly required for theextension, shall be furnished in Company's name by the customer without
cost to or condemnation by Company and in reasonable time to meet proposed service requirements.
All easements or rights-of-way obtained on behalf of Company shall contain such terms and
conditions as are acceptable to Company.

6.5 GRADE m oDl1=1cAT1ons

If subsequent to construction of electric distribution lines and services, the Final grade established by
the customer or developer is changed in such a Way as to require relocation of Company facilities or
the customer's actions or those of his contractor results in damage to such facilities, the cost of
relocation and/or resulting repairs shall be home by customer or developer.

6.6 OWNERSH]P

Except for customer-owned facilities, all electric facilities, including that for which customers have
made advances and/or contributions, will be owned, operated and maintained by Company.

6.7 MEAS UREMENT AND LOCATION

6.7.1 Measurement must be along the proposed route of construction.

6.7.2 Construction will be on public streets, roadways, highways, or easements acceptable to Company.

6.7.3 The extension must be a branch firm, the continuation of or an addition to, one of
Company's existing distribution lyrics.

6.8 UNUS UAL CIRCUMS TANCES
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SERVICE SCHEDULE 3
c o n d it io n s  GOVERNING EXTENS IONS  OF

ELECTRIC DISTRIBUTION LINES AND SERVICES

In unusual circumstances as determined by Company, when the application and provisions of this
policy appear impractical, or in case of extension of lines to be operated on voltages other than
specified in the applicable rate schedule, or when customer's estimated load will exceed 3,000 kw,
Company will make a special study of the conditions to determine the basis on which servllce may be
provided. Additionally, Company may require special contract arrangements as provided for in
Section l.l of Company's Schedule l, Terms and Conditions for Standard Offer and Direct Access
Service.

6.9 NON-S TANDARD CONS TRUCTION

Company's construction practices employ contemporary methods and equipment and meet current
industry standards. Where extensions of electric facilities require construction that is in any way
nonstandard as determined by Company, or if unusual obstructions are encountered, the customer
will make a non-refundable contribution equal to the difference in cost between standard and
non-standard construction, in addition to other applicable costs involved.

6.10 ABNORMAL LOADS

Company, at its option, may make extensions to serve certain abnormal loads (such as:
transformer-type welders, x-ray machines, wind machines, excess capacity for test purposes and loads
of unusual characteristics), provided the customer makes a nonrefundable contribution equal to the
total cost of such extension, including transfonners.

6.11 RELOCATIONS  AND/OR CONVERSIONS

6.11.1 Company will relocate or convert its facilities for the customer's convenience or aesthetics,
providing the customer makes a nonrefundable contribution equal to the total cost of
relocation or conversion.

6.11.2 When the relocation of Company facilities involve "prior rights" conditions, the customer
will be required to make a non-refundable contribution equal to the total cost of relocation.

6.11.3 When the relocation or conversion is in conjunction with added revenue, as determined by
Company and is not for the customer's convenience or aesthetics, then the relocation or
conversion costs plus the costs to serve will be used to determine the customers advance on
the basis specified in Section 2.0 or 3.0.

6.12 MAS TER METERJ NG

6.12.1 Mobile Home Parks - Company shall refuse service to all new construction and/or
expansion of evdsting permanent residential mobile homeparks unless the construction
and/or expansion is 'individually metered by Company.

6.12.2 Residential Apartment Complexes. Condominiums - Company shall refuse service to all
new construction of apartment complexes and condominiums which are master metered
unless the builder or developer can demonstrate that the installation meets the provisions
of R14-2-205 of the Corporation Commission's Rules and Regulations or the
requirements discussed in 6. 12.3 below. This section is not applicable to Senior
Care/Nursing Centers registered with the State of Arizona with independent living units
which provide packaged services such as housing, food, and nursing care.
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES
6.12.3 Multi-Unit Residential Developments - Company will allow master metering for

residential units where the residential units are privately owned provided the building will
be sewed by a centralized heating, ventilation and/or air conditioning system, and each
residential urlit shall be individually sub-metered and responsible for energy consumption
of that unit

6. 12.3.1 Sub-metering shall be provided and maintained by the builder or homeowners
association

6. 12.3.2 Responsibility and methodology for determining each unit's energy billing shall
be clearly specified in the original bylaws of the homeowners association, a copy
of which must be provided to Company prior to Company providing the initial
gxtensi0n

6.12.4 Company will convert its facilities from master metered system to a permanent individually
meteredsystem at the customer's request provided the customer makes a nonreiiindable
contribution equal to the residual value plus the removal costs less salvage of the master
meter facilities to be removed. The new facilities to serve the individual meters will be
extended on the basis specified in Section l. Applicant is responsible for all costs related to
the installation of new service entrance equipment.

6.13 CHANGE IN CUSTOMER'S SERVICE REQUIREMENTS

Company will rebuild or revamp existing facilities to meet the customer's added load or change in
service requirements on the basis specified in Section 2.0 or 3.0.

6.14 STUDY AND DESIGN DEPOSIT

Any applicant requesting Company to prepare special studies or detailed plans, specifications, or cost
estimates will be required to deposit with Company an amount equal to the estimated cost of
preparation. Where the applicant authorizes Company to proceed with construction of the extension,
the deposit shall be credited to the cost of construction, otherwise the deposit shall be nonrefimdable.
Company will prepare, without charge, a preliminary sketch and rough estimate of the cost to be paid
by the customer for a line extension upon request.

6.15 CUSTOMER CONSTRUCTION OF COMPANY DISTRIBUTION FACILITIES

The customer may provide construction related services, e.g. engineering, survey, materials and/or
labor, associated with new distribution facilities to serve the customer's new or added load, provided
the customer meets all of the requirements set forth by Company. All work and/or materials provided
by the customer shall comply with Company standards in effect at the time of construction. The
customer shall receive written approval from Company prior to performing any construction related
services. Company will perform an Economic Feasibility Analysis prior to the approval of any
proposed customer provided construction to ensure the proposed scope of work results in mutual
benefits to the customer and Company

6.16 SETFLEMENT OF DISPUTES

Any dispute between the customer or prospective customer and Company regarding the interpretation
of these "Conditions Governing Extensions of Electric Distribution Lines and Services"may may, by
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES
either party, be referred to the Arizona ComomionCommission or a designated representative or
employee thereof for determination.

6.17 INTERES T

A11 advances made by the customer to Company 'm aid of construction shall be non-interest bearing.

6.18 EXTENS ION AGREEMENTS

All line extensions or equipment upgrades requiring payment by the customer shall be in writing and
signed by both the customer and Company.

6.19 ADDITIONAL P RIMARY FEED

When specifically requested by the customer to provide an alternate primary feed (excluding
transformation), Company will perform a special study to determine the request's feasibility and the
customer will be requiredth pay a nonrefundable contribution in aid of construction for the added
cost as well as the applicable rate for the additional feed requested.
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